


13419 Federal Register / Vol. 73, No. 49 / Wednesday, March 12, 2008 / Proposed Rules 

whether the information will have 
practical utility; 

• Evaluate the accuracy of our 
estimates of the burden of the proposed 
collections of information; 

• Determine whether there are ways 
to enhance the quality, utility, and 
clarity of the information to be 
collected; 

• Evaluate whether there are ways to 
minimize the burden of the collections 
of information on those who respond, 
including through the use of automated 
collection techniques or other forms of 
information technology; and 

• Evaluate whether the proposed 
amendments will have any effects on 
any other collections of information not 
previously identified in this section. 

Any member of the public may direct 
to us any comments concerning the 
accuracy of these burden estimates and 
any suggestions for reducing the 
burdens. Persons who desire to submit 
comments on the collection of 
information requirements should direct 
their comments to the OMB, Attention: 
Desk Officer for the Securities and 
Exchange Commission, Office of 
Information and Regulatory Affairs, 
Washington, DC 20503, and send a copy 
of the comments to Nancy M. Morris, 
Secretary, Securities and Exchange 
Commission, 100 F Street, NE., 
Washington, DC 20549–1090, with 
reference to File No. S7–05–08. 
Requests for materials submitted to the 
OMB by us with regard to these 
collections of information should be in 
writing, refer to File No. S7–05–08 and 
be submitted to the Securities and 
Exchange Commission, Records 
Management, Office of Filings and 
Information Services, 100 F Street, NE., 
Washington DC 20549. Because the 
OMB is required to make a decision 
concerning the collections of 
information between 30 and 60 days 
after publication, your comments are 
best assured of having their full effect if 
the OMB receives them within 30 days 
of publication. 

VI. Cost-Benefit Analysis 
We are proposing amendments to our 

rules and forms relating to foreign 
private issuers that are intended to 
improve the accessibility of the U.S. 
public capital markets to these issuers, 
as well as to enhance the information 
that is available to investors. The 
Commission has considered the costs 
and benefits as described below and 
encourages commenters to identify, 
discuss, analyze, and supply relevant 
data regarding any additional costs or 
benefits. Specifically, the Commission 
requests data to quantify the costs and 
the value of each of the benefits 

identified. The Commission also seeks 
estimates and views regarding the 
identified costs and benefits of the 
proposals for particular types of market 
participants and any other costs or 
benefits that may result from the 
adoption of the proposed rule. 

1. Annual Test for Foreign Private Issuer 
Status 

A. Expected Benefits 
The proposed amendments to the 

definition of ‘‘foreign private issuer’’ 
contained in Securities Act Rule 405 
and Exchange Act Rule 3b–4 would 
permit reporting foreign issuers to 
assess their eligibility to use the special 
forms and rules available to foreign 
private issuers once a year on the last 
business day of their second fiscal 
quarter, rather than continuously, as is 
currently the case. This is the same date 
used to determine accelerated filer 
status under Exchange Act Rule 12b–2 
and smaller reporting company status in 
Item 10(f)(2)(i) of Regulation S–K. As a 
result, these proposed amendments 
should simplify compliance with the 
Commission’s regulations by 
establishing one date that is used to 
ascertain an issuer’s status. Foreign 
issuers should benefit as a result of this 
simplification of their compliance 
requirements, which could make the 
U.S. markets more attractive to them as 
a source of capital and thereby enhance 
the competitiveness of the U.S. markets 
compared to other markets. The 
proposed amendments are expected to 
reduce the cost for foreign issuers of 
monitoring whether they qualify as 
foreign private issuers, including the 
time spent by management in tracking 
this information. If more foreign issuers 
are encouraged to remain in the U.S. 
markets and to make public offerings, 
investors should also benefit because 
this will enhance their ability to invest 
in the securities of foreign issuers that 
have been registered with the 
Commission, and that are thus subject to 
the disclosure requirements and 
investor protections provided by the 
federal securities laws. 

Once a foreign issuer determines that 
it no longer qualifies as a foreign private 
issuer, the proposed amendments would 
provide the issuer with at least six 
months’ advance notice that it must 
comply with the domestic issuer forms 
and rules. This would provide these 
issuers with more time to comply with 
the reporting requirements applicable to 
domestic issuers under the Exchange 
Act, and to modify their information 
and processing systems to comply with 
the domestic reporting and registration 
regime. This includes the requirements 

to comply with the more extensive 
executive compensation disclosure 
requirements that apply to domestic 
issuers, as well as the proxy rules and 
Section 16 reporting requirements under 
the Exchange Act, which do not apply 
to foreign private issuers. Because the 
proposed amendments would provide 
foreign issuers with advance notice 
when their status changes, more foreign 
issuers may be encouraged to remain in 
the U.S. markets, and investors should 
benefit from the increased opportunities 
to invest in foreign securities in the 
United States. 

The proposed amendments should 
mitigate a burden on foreign issuers by 
reducing the amount of time and the 
resources they expend to determine 
their status pursuant to the four-factor 
test set forth in the definition of ‘‘foreign 
private issuer.’’ In this respect, the 
proposed amendments would be most 
beneficial to reporting foreign private 
issuers that have close to 50% of their 
outstanding voting securities held of 
record by U.S. residents, since they are 
most at risk of no longer qualifying as 
foreign private issuers. The current 
requirement that foreign issuers 
continuously test their status can result 
in confusion for investors if a foreign 
issuer needs to move between foreign 
and domestic reporting forms in the 
same fiscal year. For example, investors 
may be confused if a foreign issuer 
determines that it no longer qualifies as 
a foreign private issuer, and then 
switches from the foreign private issuer 
forms (Form 6–K and Form 20–F) to the 
domestic forms (e.g., quarterly reports 
on Form 10–Q) in the same fiscal year. 
The proposed amendments would 
benefit U.S. investors by eliminating 
this confusion. However, the proposed 
amendments may not be as helpful in 
reducing investor confusion with 
respect to foreign private issuers that 
have been reporting under the domestic 
regime and that would now be 
permitted to switch immediately to the 
foreign private issuer reporting regime 
upon the determination of their 
eligibility to do so. 

At the same time, foreign issuers that 
previously did not qualify as foreign 
private issuers, but that determine that 
they would qualify as foreign private 
issuers, would be able to use the foreign 
private issuer rules and forms 
immediately under the proposed 
amendments. This accommodation 
could encourage more foreign issuers to 
enter the U.S. markets and to make 
public offerings, and should benefit 
investors by enhancing their ability to 
invest in foreign securities that have 
been registered with the Commission. 

VerDate Aug<31>2005 19:49 Mar 11, 2008 Jkt 214001 PO 00000 Frm 00017 Fmt 4701 Sfmt 4702 E:\FR\FM\12MRP2.SGM 12MRP2jle
nt

in
i o

n 
P

R
O

D
1P

C
65

 w
ith

 P
R

O
P

O
S

A
LS

2



13420 Federal Register / Vol. 73, No. 49 / Wednesday, March 12, 2008 / Proposed Rules 

B. Expected Costs 

Investors could incur costs from the 
proposed amendments if foreign issuers 
that have been reporting under the 
domestic reporting regime immediately 
switch over to the foreign private issuer 
forms once they qualify as foreign 
private issuers. Because foreign private 
issuers have different Exchange Act 
reporting obligations than domestic 
issuers and file on different forms, some 
investors may find it confusing if a 
foreign issuer that had been reporting 
under the domestic reporting regime 
switches reporting regimes mid-year. In 
addition, once a foreign issuer switches 
status from a domestic issuer to a 
foreign private issuer, investors will no 
longer have the benefit of the 
disclosures that were once provided by 
the foreign issuer on the domestic 
forms. 

Currently, when a foreign issuer no 
longer qualifies as a foreign private 
issuer, it must immediately file 
quarterly reports on Form 10–Q and 
current reports on Form 8–K. It must 
also comply with the Commission’s 
proxy rules and the Section 16 insider 
stock trading and short-swing profit 
recovery provisions. Under the 
proposed amendments, when a foreign 
issuer determines that it no longer 
qualifies as a foreign issuer, for the six 
months following the test date, the 
foreign issuer would be permitted to 
continue relying on the rules applicable 
to foreign private issuers, such as the 
exemption from the proxy rules and 
Section 16. The foreign issuer would 
also be allowed to use the forms 
reserved for foreign private issuers, and 
to provide current reports on Form 6– 
K, rather than Exchange Act reports on 
Forms 10–Q and 8–K. During that 
period, investors would not have the 
benefit of the additional disclosures that 
the foreign issuer would otherwise be 
required to provide. 

2. Proposed Amendments to Form 20–F 

The proposed amendments would 
make several changes to annual reports 
filed on Form 20–F. We are proposing 
to accelerate the deadline for annual 
reports filed on Form 20–F by foreign 
private issuers. We are also proposing to 
amend Form 20–F to require certain 
additional disclosures in annual reports 
on that Form. The proposed 
amendments would require issuers to 
disclose any changes in and 
disagreements with the registrant’s 
certifying accountant in their Form 20– 
F annual reports, as well as in the 
Securities Act registration statements 
filed by first-time registrants with the 
Commission. The proposed 

amendments would also require 
disclosure of the fees and other charges 
paid by ADR holders to depositaries, 
and any payments made by depositaries 
to the foreign issuers whose securities 
underlie the ADRs. In addition, we are 
proposing to amend Form 20–F to 
require disclosure in the annual report 
about the significant differences in the 
corporate governance practices of listed 
foreign private issuers compared to the 
corporate governance practices 
applicable to domestic companies under 
the relevant exchange’s listing 
standards. Another proposed 
amendment would eliminate an 
instruction to Item 17 of Form 20–F that 
permits certain foreign private issuers to 
omit segment data from the U.S. GAAP 
financial statements. The proposed 
amendments to Form 20–F would also 
amend that Form to require foreign 
private issuers to present information 
about a significant, completed 
acquisition that is significant at the 50% 
or greater level, calculated based on 
assets or income from continuing 
operations, in their annual reports on 
that Form. 

In addition to these amendments, we 
are proposing to eliminate the 
availability of the limited U.S. GAAP 
reconciliation option that is contained 
in Item 17 of Form 20–F for foreign 
private issuers that are only listing a 
class of securities on a U.S. national 
securities exchange, or only registering 
a class of equity securities under 
Section 12(g) of the Exchange Act, and 
not conducting a public offering. The 
proposed amendments would apply not 
only to registration statements filed on 
Form 20–F in the circumstances 
described above, but also to annual 
reports filed on that Form. Related to 
this proposed amendment, we are 
proposing to eliminate the Item 17 
limited reconciliation option for certain 
non-capital raising offerings, such as 
offerings pursuant to dividend 
reinvestment plans, offerings upon the 
conversion of securities, or offerings of 
investment grade securities. The 
Securities Act registration statement 
forms available to foreign private issuers 
(Form F–1, F–3 and F–4) would be 
amended accordingly. 

A. Expected Benefits 
We anticipate that the proposed 

amendments to Form 20–F and the 
related amendments to the Securities 
Act registration statement forms 
available to foreign private issuers 
would provide a significant benefit to 
U.S. investors by providing them with 
enhanced disclosure that is more similar 
to the disclosures provided by domestic 
issuers, as well as disclosure on an 

accelerated basis that is more 
comparable to the timeframe within 
which domestic issuers file annual 
reports. Because of the Commission’s 
integrated disclosure system, in which 
approximately the same information is 
provided in both the primary and 
secondary markets, the disclosure 
requirements contained in Form 20–F 
are often more comprehensive than the 
disclosures required by foreign 
securities regulators. For example, 
although many foreign regulators 
require audited financial statements and 
a form of management’s report in annual 
reports, they do not require disclosure 
about executive compensation, 
description about the issuer’s business, 
or a Management’s Discussion and 
Analysis (MD&A). These additional 
disclosures are required in the Form 20– 
F annual reports that foreign private 
issuers file with the Commission. 

Based on our analysis of a sample of 
Form 20–F annual reports filed with the 
Commission in the past few years, we 
estimate that approximately one-third of 
all such filers currently file Form 20–F 
annual reports with us within 120 days 
after their fiscal year-end. The proposed 
amendment to accelerate the due date 
for Form 20–F annual reports would 
thus affect a majority of the foreign 
private issuers that file on Form 20–F. 
As a result of the accelerated deadline, 
investors may be better able to compare 
the performance of foreign and domestic 
issuers, since information about both 
will be provided on a more 
contemporaneous basis. 

The proposed amendments to require 
additional disclosure in Form 20–F 
annual reports should help investors 
better compare foreign and domestic 
issuers. Currently, domestic issuers 
provide disclosure about changes in and 
disagreements with their certifying 
accountant on a Form 8–K current 
report. Listed domestic issuers are also 
required to comply with the corporate 
governance requirements of the U.S. 
exchange on which their securities are 
listed, although foreign private issuers 
whose securities are listed on the same 
exchange are exempt. The proposed 
amendments would provide investors 
with more comparable information 
about foreign private issuers regarding 
possible audit opinion shopping and 
corporate governance practices. 

The proposed amendments to require 
disclosure about ADR fees and 
payments made by depositaries to the 
foreign issuers whose securities 
underlie the ADRs will make this 
information more readily available to 
investors. The placement of this 
disclosure in annual reports and Form 
20–F registration statements should 
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assist investors in determining the fees 
related to their investments in ADRs, 
including indirect costs that may be 
imposed on them if the depositary bank 
passes along the cost of its payments to 
foreign issuers to ADR holders. This 
should better enable investors to 
determine the value of investing in the 
ADRs of foreign issuers. 

Several of the proposed amendments 
to Item 17 of Form 20–F may also help 
ensure that all foreign private issuers 
provide the same level of financial 
information, thereby facilitating a 
readier comparison across all issuers. 
This could, as a consequence, increase 
the attractiveness of these companies to 
investors. For example, the proposed 
amendments would eliminate the 
availability of the limited U.S. GAAP 
reconciliation option in Item 17 of Form 
20–F for annual reports, registration 
statements on Form 20-F that do not 
involve a public offering, and Securities 
Act registration statements for certain 
non-capital raising transactions. 
Currently, most foreign private issuers 
that provide U.S. GAAP reconciliation 
disclose financial information according 
to Item 18 of Form 20–F. The proposed 
amendment would ensure that all 
foreign private issuers provide this level 
of disclosure. Another proposed 
amendment would eliminate the 
instruction to Item 17 of Form 20–F that 
permits certain foreign private issuers to 
omit segment data from their U.S. GAAP 
financial statements. Although we 
estimate that less than 10 foreign private 
issuers use this instruction, the 
instruction creates an anomaly whereby 
an issuer is permitted to provide a 
qualified U.S. GAAP audit report. 

Investors are also expected to benefit 
from the proposed amendment to 
require foreign private issuers to present 
information about a highly significant, 
completed acquisition in their annual 
reports filed on Form 20–F. Currently, 
foreign private issuers are not required 
to provide any information about such 
transactions in their periodic reports. 
The proposed amendment would enable 
investors to receive historical financial 
information about the acquired 
company, information they currently 
receive from domestic registrants, but 
not from foreign issuers that are 
acquirers. This information may help 
investors to assess the past performance 
of the acquired entity and its possible 
effect on the valuation of the acquiring 
company. 

B. Expected Costs 
Foreign private issuers could incur 

costs from the proposed amendments to 
Form 20–F, and the related amendments 
to the Securities Act registration 

statements available to foreign private 
issuers. In order to comply with the 
proposed accelerated due dates, many 
foreign private issuers would likely 
have to implement new systems for 
preparing information during the 
transition period to the new rules. They 
could be required to prepare annual 
reports on a dual track, one for the 
annual report filed with their home 
country regulator and the Form 20–F 
annual report. According to our analysis 
of a sample of Form 20–F annual reports 
filed with us, approximately one-fifth of 
all such filers file their Form 20–F 
annual reports within 90 days of their 
fiscal year-end, and approximately one- 
third file their Form 20–F annual 
reports within 120 days of their fiscal 
year-end. The cost of preparing filings 
on an accelerated basis may therefore 
vary among issuers. In addition, because 
of the Commission’s integrated 
disclosure system, in which issuers 
provide approximately the same 
disclosures to both the primary and 
secondary markets, the disclosures 
required in Form 20–F are more 
substantial than the information 
required for annual reports in many 
foreign jurisdictions. The proposed 
amendments could thus result in 
increased costs for foreign private 
issuers. 

The proposed amendments to provide 
additional disclosures in Form 20–F 
may also impose additional costs on 
foreign private issuers. With respect to 
the proposed disclosure regarding ADR 
fees and payments made by 
depositaries, we note that the 
information about ADR fees is provided 
in the deposit agreement and form of 
receipt that are attached as exhibits to 
the Form F–6 used to register the ADRs 
under the Securities Act, as well as in 
the Securities Act registration statement 
related to the offering of the securities 
underlying the ADRs. Because the 
information is already required by the 
Commission, albeit in filings that most 
retail investors are not familiar with, we 
do not believe that the requirement to 
include this information in the foreign 
private issuer’s annual report on Form 
20–F would involve significant 
compliance costs. 

In addition, the information about the 
payments made by depositaries to 
foreign private issuers would provide 
important new information to investors 
about incentives used by depositaries 
that may encourage foreign private 
issuers to sell their securities in ADR 
form and with a particular depositary 
bank. If foreign issuers are reluctant to 
disclose this information, they could be 
discouraged from entering the U.S. 
markets, or, if they already have 

established ADR facilities in the United 
States, from maintaining their ADR 
facilities. This would reduce the 
opportunities for investors to invest in 
foreign securities in the United States. 

Foreign private issuers could incur 
some costs related to the proposal to 
include information about differences in 
corporate governance practices for listed 
foreign private issuers. However, the 
U.S. exchanges already require that this 
information be prepared. For foreign 
private issuers that are listed on U.S. 
exchanges, the proposed amendment 
would not involve the collection of new 
information or preparation of new 
disclosure, but would simply require 
that the information also be made 
available in the annual report, where 
many investors may expect to see it. As 
a result, we believe the compliance 
costs of this proposed amendment 
would be relatively small. Under the 
proposed amendments, corporate 
governance information would not be 
required for issuers that are not listed on 
a U.S. exchange. 

The proposed amendments to 
eliminate the availability of the limited 
U.S. GAAP reconciliation contained in 
Item 17 of Form 20–F, and to require 
segment data in U.S. GAAP financial 
statements could result in costs for the 
affected foreign private issuers because 
they would now need to collect this 
information and to prepare additional 
disclosure in their Form 20–F annual 
reports. However, based on our review 
of Form 20–F annual report filings made 
with us for fiscal year 2006, we estimate 
that most foreign private issuers already 
provide financial information according 
to Item 18 of Form 20–F, and that less 
than 10 foreign private issuers would be 
affected by the requirement to provide 
segment data. 

Foreign private issuers would also 
incur costs in connection with the 
proposal to require disclosure about any 
changes in and disagreements with the 
registrant’s certifying accountant in 
Form 20–F annual reports and in 
Securities Act registration statements 
filed by first-time registrants. In 
addition to the preparation costs of 
including this information in the Form 
20–F, the foreign private issuer could 
also incur certain costs associated with 
the proposed requirement to obtain a 
letter from its former accountant stating 
whether it agrees with the disclosure 
provided by the issuer in the document 
filed with the Commission. 

Foreign private issuers could also 
incur compliance costs in connection 
with the proposal to require information 
about a highly significant, completed 
acquisition in annual reports filed on 
Form 20–F. These costs would include, 
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123 Pub. L. 104–121, Title II, 110 Stat. 857 (1996) 
(codified in various sections of 5 U.S.C., 15 U.S.C. 
and as a note to 5 U.S.C. 601). 

124 15 U.S.C. 77b(b). 
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for example, costs related to the 
preparation of this information. In some 
cases, this requirement could deter and 
potentially discourage issuers from 
effectuating certain transactions because 
of the difficulty of obtaining financial 
information to comply with this 
requirement. 

Investors may incur costs to the extent 
that the amendments to Form 20–F 
discourage foreign private issuers from 
registering or maintaining their 
registration with the Commission. If 
foreign private issuers deregister or do 
not register their securities under the 
Securities Act or the Exchange Act, 
there may be reduced opportunities for 
investment by U.S. investors in the 
securities of foreign issuers. Although 
each of the proposed amendments 
would affect a different number of 
foreign private issuers, for purposes of 
the Paperwork Reduction Act, we 
estimate that these new disclosures 
would result in an increased paperwork 
burden of 34 hours for all respondents 
and $9,516,990 for Form 20–F. 

3. Exchange Act Rule 13e–3 

A. Expected Benefits 

We believe that the proposal to amend 
Exchange Act Rule 13e–3, which 
pertains to going private transactions by 
reporting issuers or their affiliates, to 
reflect the recently adopted rules 
pertaining to the ability of foreign 
private issuers to terminate their 
Exchange Act registration and reporting 
obligations would benefit investors. The 
proposed amendment would help 
ensure that Rule 13e–3 covered the 
types of transactions that were intended 
when the Commission first adopted the 
Rule. Investors would benefit because 
more foreign private issuers are 
expected to be able to terminate their 
registration and reporting obligations 
under the Exchange Act as a result of 
these recently adopted amendments. If 
more foreign private issuers decide to 
conduct going private transactions to 
terminate their registration or reporting 
obligations, the proposed amendment to 
Rule 13e–3 would require more foreign 
private issuers to comply with that Rule 
and to file a Schedule 13E–3, as 
required by that Rule. Investors would 
benefit from the additional disclosures 
that would be provided. 

B. Expected Costs 

Foreign private issuers may incur 
additional costs in connection with the 
proposed amendment to Rule 13e– 
3(a)(3)(ii)(A) if Rule 13e–3 is more easily 
triggered because of the reference to the 
new termination of registration and 
reporting requirements that apply to 

foreign private issuers. These costs 
would include, for example, the cost of 
preparing, filing and disseminating a 
Schedule 13E–3, as well as any required 
amendments to that Schedule, with the 
Commission. 

Comments Solicited 
We solicit comment on the costs and 

benefits to U.S. and other investors, 
foreign private issuers and others who 
may be affected by the proposed 
amendments. We request your views on 
the costs and benefits described above, 
as well as on any other costs and 
benefits that could result from adoption 
of the proposed amendments. We also 
request data to quantify the costs and 
value of the benefits identified. In 
particular, we solicit comment on: 

• The number of current foreign 
private issuers that are expected to be 
affected by the proposed amendments; 

• The estimated U.S dollar cost to 
foreign issuers as a result of the 
proposed amendment to accelerate the 
due date for filing Form 20–F annual 
reports; 

• The number of current foreign 
issuers who do not already provide 
financial information according to Item 
18 of Form 20–F; and 

• How investors would be affected 
both directly and indirectly from the 
proposed amendments, as discussed in 
this section. 

VII. Consideration of Impact on the 
Economy, Burden on Competition, and 
Promotion of Efficiency, Competition, 
and Capital Formation 

For purposes of the Small Business 
Regulatory Enforcement Fairness Act of 
1996 (‘‘SBREFA’’),123 we solicit data to 
determine whether the proposals 
constitute a ‘‘major’’ rule. Under 
SBREFA, a rule is considered ‘‘major’’ 
where, if adopted, it results or is likely 
to result in: an annual effect on the 
economy of $100 million or more (either 
in the form of an increase or a decrease); 
a major increase in costs or prices for 
consumers or individual industries; or 
significant adverse effects on 
competition, investment or innovation. 
We request comment on the potential 
impact of the proposals on the economy 
on an annual basis. Commenters are 
requested to provide empirical data and 
other factual support for their views if 
possible. 

Section 2(b) of the Securities Act 124 
and Section 3(f) of the Exchange Act 125 
require us, when engaging in 

rulemaking that requires us to consider 
or determine whether an action is 
necessary or appropriate in the public 
interest, to consider whether the action 
will promote efficiency, competition, 
and capital formation. When adopting 
rules under the Exchange Act, Section 
23(a)(2) of the Exchange Act 126 requires 
us to consider the impact that any new 
rule would have on competition. In 
addition, Section 23(a)(2) prohibits us 
from adopting any rule that would 
impose a burden on competition not 
necessary or appropriate in furtherance 
of the purposes of the Exchange Act. 

The purpose of the proposed 
amendments to Securities Act Rule 405 
and Exchange Act Rule 3b–4, which 
would permit foreign issuers to assess 
their eligibility to use the special forms 
and rules available to foreign private 
issuers once a year, are expected to 
facilitate capital formation by foreign 
issuers in the U.S. capital markets. The 
proposed amendments should reduce 
regulatory compliance burdens for 
foreign private issuers that rely on the 
proposed amendments because of the 
reduction in monitoring costs. Reduced 
compliance burdens are expected to 
lower the cost of raising capital in the 
Unites States for those issuers. In 
addition, the competitiveness of the 
U.S. markets may be enhanced because 
the reduced monitoring costs may make 
the markets more attractive to them. The 
reduction in compliance burdens may 
also promote efficiency because foreign 
issuers would no longer need to 
continuously test their qualification as 
foreign private issuers. 

The proposed amendments to Form 
20–F would accelerate the reporting 
deadline for annual reports on Form 20– 
F. The proposed amendments to 
Exchange Act Rules 13a–10 and 15d–10 
would conform the due dates for 
transition reports filed on Form 20–F 
with the proposed due dates for annual 
reports on Form 20–F. Several of the 
proposed amendments to Form 20–F 
would require more disclosure in the 
annual reports filed by foreign private 
issuers. The disclosures required would 
include information about any changes 
in and disagreements with the 
registrant’s certifying accountant, ADR 
fees and payments made by depositaries 
to the foreign issuers whose securities 
underlie the ADR, information about 
corporate governance, and information 
about highly significant, completed 
acquisitions. In addition, the proposed 
amendments would eliminate the 
availability of the limited U.S. GAAP 
reconciliation option contained in Item 
17 of Form 20–F, and would eliminate 
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an instruction to Item 17 of that Form, 
which permits certain foreign private 
issuers to omit segment data from their 
U.S. GAAP financial statements. 

These proposed amendments would 
create a more level playing field 
between foreign private issuers and U.S. 
issuers because they would require 
disclosures from foreign private issuers 
that are currently required of domestic 
issuers. Foreign private issuers that file 
annual reports on Form 20–F would 
also be required to provide these annual 
reports in a timeframe that is closer to 
the annual report due dates imposed on 
domestic issuers. As a result, the 
proposed amendments should put 
foreign private issuers and domestic 
issuers in a more similar position with 
respect to their compliance obligations 
under the Commission’s regulations, 
although the incremental costs of 
complying with these proposed 
amendments may also create a 
disincentive for some foreign private 
issuers to enter the U.S. capital markets. 

The proposed amendments may also 
facilitate capital formation by foreign 
companies in the U.S. capital markets 
by enabling investors to obtain more 
information about these companies in a 
timeframe that would make the 
information useful to them and in a 
manner that would allow for greater 
comparability to domestic issuers. This 
could affect the allocation of capital 
between foreign private issuers and 
domestic issuers. 

The proposed amendments to 
Exchange Act Rule 13e–3, which reflect 
the newly adopted rules pertaining to 
the termination and deregistration of the 
reporting obligations of foreign private 
issuers, could require more foreign 
private issuers to comply with that Rule 
and to file a Schedule 13E–3 as a result 
if more foreign private issuers decide to 
conduct going private transactions to 
terminate their registration and 
reporting obligations. This additional 
compliance obligation could create a 
disincentive for foreign private issuers 
to enter the U.S. markets. 

We solicit comment on whether the 
proposed rules would impose a burden 
on competition or whether they would 
promote efficiency, competition and 
capital formation. For example, would 
the proposals have an adverse effect on 
competition that is neither necessary 
nor appropriate in furtherance of the 
purposes of the Exchange Act? Would 
the proposals create an adverse 
competitive effect on U.S. issuers or on 
foreign issuers? Commenters are 
requested to provide empirical data and 
other factual support for their views if 
possible. 

VIII. Regulatory Flexibility Act 
Certification 

The Commission hereby certifies, 
pursuant to 5 U.S.C. 605(b), that the 
amendments to Rule 405 of Regulation 
C, Form F–1, Form F–3, and Form F–4 
under the Securities Act, and Form 20– 
F, Rule 3b–4, Rule 13a–10, Rule 13e–3 
and Rule 15d–10 under the Exchange 
Act contained in this release, if adopted, 
would not have a significant economic 
impact on a substantial number of small 
entities. The proposed amendments 
would: (1) Amend Rule 405 of 
Regulation C under the Securities Act to 
permit foreign issuers to test their 
qualification to use the forms and rules 
available to foreign private issuers on an 
annual basis, rather than on the 
continuous basis that is currently 
required; (2) Amend Form 20–F to 
accelerate the filing deadline for annual 
reports filed by foreign private issuers 
on Form 20–F, subject to a two-year 
transition period, and amend Exchange 
Act Rules 13a-10 and 15d–10 so that the 
deadline for transition reports filed by 
foreign private issuers on Form 20–F is 
the same as the deadline for annual 
reports filed on Form 20–F; (3) Amend 
Form 20–F by eliminating an instruction 
to Item 17 of that Form, which permits 
certain foreign private issuers to omit 
segment data from their U.S. GAAP 
financial statements; (4) Amend Rule 
13e–3, which pertains to going private 
transactions by reporting issuers or their 
affiliate, to reflect the recently adopted 
rules pertaining to the ability of foreign 
private issuers to terminate their 
Exchange Act registration and reporting 
obligations; (5) Amend Form 20–F and 
Forms F–1, F–3 and F–4 to require 
foreign private issuers that are required 
to provide a U.S. GAAP reconciliation 
to do so pursuant to Item 18 of Form 
20–F; (6) Amend Form 20–F to require 
foreign private issuers to disclose 
information about a change in the 
issuer’s certifying accountant, the fees 
and charges paid by ADR holders, the 
payments made by the depositary to the 
foreign issuer whose securities underlie 
the ADRs, and for listed issuers, the 
differences in the foreign private 
issuer’s corporate governance practices 
and those applicable to domestic 
companies under the relevant 
exchange’s listing rules; and (7) Amend 
Form 20–F to require foreign private 
issuers to provide certain financial 
information in their annual reports on 
Form 20–F about a significant, 
completed acquisition that is significant 
at the 50% or greater level when that 
acquisition is completed after the 
issuer’s first fiscal quarter. 

Based on an analysis of the language 
and legislative history of the Regulatory 
Flexibility Act, Congress does not 
appear to have intended the Act to 
apply to foreign issuers. The entities 
directly affected by the proposed 
amendments will fall outside the scope 
of the Act. For this reason, the proposed 
amendments should not have a 
significant economic impact on a 
substantial number of small entities. 

We solicit written comments 
regarding this certification. We request 
that commenters describe the nature of 
any impact on small entities and 
provide empirical data to support the 
extent of the impact. 

IX. Statutory Authority and Text of the 
Proposed Amendments 

We are proposing amendments to the 
rules and forms pursuant to the 
authority set forth in Sections 6, 7, 10 
and 19 of the Securities Act, as 
amended, and Sections 3, 12, 13, 15, 23 
and 36 of the Exchange Act, as 
amended. 

List of Subjects in 17 CFR Parts 230, 
239, 240 and 249 

Reporting and recordkeeping 
requirements, Securities. 

Text of the Proposed Amendments 
For the reasons set out in the 

preamble, the Commission proposes to 
amend Title 17, Chapter II of the Code 
of Federal Regulations as follows: 

PART 230—GENERAL RULES AND 
REGULATIONS, SECURITIES ACT OF 
1933 

1. The authority citation for Part 230 
continues to read in part as follows: 

Authority: 15 U.S.C. 77b, 77c, 77d, 77f, 
77g, 77h, 77j, 77r, 77s, 77z-3, 77sss, 78c, 78d, 
78j, 78l, 78m, 78n, 78o, 78t, 78w, 78ll(d), 
78mm, 80a–8, 80a–24, 80a–28, 80a–29, 80a– 
30, and 80a–37, unless otherwise noted. 

* * * * * 
2. Section 230.405 is amended by 

revising the definition of ‘‘foreign 
private issuer’’ to read as follows: 

§ 230.405 Definition of terms. 

* * * * * 
Foreign private issuer. (1) The term 

foreign private issuer means any foreign 
issuer other than a foreign government 
except an issuer meeting the following 
conditions as of the last business day of 
its most recently completed second 
fiscal quarter: 

(i) More than 50 percent of the 
outstanding voting securities of such 
issuer are directly or indirectly owned 
of record by residents of the United 
States; and 

(ii) Any of the following: 
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(A) The majority of the executive 
officers or directors are United States 
citizens or residents; 

(B) More than 50 percent of the assets 
of the issuer are located in the United 
States; or 

(C) The business of the issuer is 
administered principally in the United 
States. 

(2) In the case of a new registrant with 
the Commission, the determination of 
whether an issuer is a foreign private 
issuer shall be made as of a date within 
30 days prior to the issuer’s filing of an 
initial registration statement under 
either the Act or the Securities 
Exchange Act of 1934. 

(3) Once an issuer qualifies as a 
foreign private issuer, it will 
immediately be able to use the forms 
and rules designated for foreign private 
issuers until it fails to qualify for this 
status at the end of its most recently 
completed second fiscal quarter. An 
issuer’s determination that it fails to 
qualify as a foreign private issuer 
governs its eligibility to use the forms 
and rules designated for foreign private 
issuers beginning on the first day of the 
fiscal year following the determination 
date. Once an issuer fails to qualify for 
foreign private issuer status, it will 
remain unqualified unless it meets the 
requirements for foreign private issuer 
status as of the last business day of its 
second fiscal quarter. 
* * * * * 

PART 239—FORMS PRESCRIBED 
UNDER THE SECURITIES ACT OF 1933 

3. The authority citation for part 239 
continues to read in part as follows: 

Authority: 15 U.S.C. 77f, 77g, 77h, 77j, 77s, 
77z–2, 77z–3, 77sss, 78c, 78l, 78m, 78n, 
78o(d), 78u–5, 78w(a), 78ll, 78mm, 80a–2(a), 
80a–3, 80a–8, 80a–9, 80a–10, 80a–13, 80a– 
24, 80a–26, 80a–29, 80a–30, and 80a–37, 
unless otherwise noted. 

* * * * * 
4. Form F–1 (referenced in § 239.31) 

is amended by revising paragraph (c) 
and Instruction 2 to Item 4 of Part I and 
removing the Instruction to Item 4A of 
Part I. The revisions read as follows: 

Note: The text of Form F–1 does not, and 
the amendments thereto will not, appear in 
the Code of Federal Regulations. 

Form F–1—Registration Statement 
Under the Securities Act of 1933 

* * * * * 

Part I 

* * * * * 

Item 4. Information With Respect to the 
Registrant and the Offering 

Furnish the following information 
with respect to the Registrant. 
* * * * * 

(c) Information required by Item 16F 
of Form 20–F. 
* * * * * 

Instructions 

* * * * * 
2. You do not have to provide the 

information required by Item 4(c) if you 
are required to file reports under 
sections 13(a) or 15(d) of the Exchange 
Act. 
* * * * * 

5. Form F–3 (referenced in § 239.33) 
is amended by: 

a. In General Instruction I.B.2., 
removing the phrase ‘‘may comply with 
Item 17 or 18’’ in the last sentence and 
adding in its place ‘‘must comply with 
Item 18’’; 

b. In General Instruction I.B.3., 
removing the phrase ‘‘may comply with 
Item 17 or 18’’ in the first sentence and 
adding in its place ‘‘must comply with 
Item 18’’; 

c. In General Instruction I.B.4., 
removing the phrase ‘‘may comply with 
Item 17 or 18’’ in the second sentence 
and adding in its place ‘‘ must comply 
with Item 18’’; and 

d. Revising the Instruction to Item 5 
to read as follows: 

Note: The text of Form F–3 does not, and 
the amendments thereto will not, appear in 
the Code of Federal Regulations. 

Form F–3—Registration Statement 
Under the Securities Act of 1933 

* * * * * 

Item 5. Material Changes 

* * * * * 
Instruction. Financial statements or 

information required to be furnished by 
this Item shall be reconciled pursuant to 
Item 18 of Form 20–F. 
* * * * * 

6. Form F–4 (referenced in § 239.34) 
is amended by: 

a. Revising Instruction 1 to Item 11; 
b. Revising Item 12(b)(2) introductory 

text and Item 12(b)(3)(vii); 
c. In Item 12(b)(3)(viii), removing the 

period and adding in its place ‘‘; and’’ 
and adding Item 12(b)(3)(ix); 

d. Adding an Instruction to Item 12; 
e. Revising Instruction 1 to Item 13; 
f. Revising Item 14(h); 
g. In Item 14(i), removing the period 

and adding in its place ‘‘; and’’; 
h. Adding Item 14(j); 
i. Adding ‘‘1’’ before the existing 

instruction for Instructions to Item 14 
and adding an Instruction 2; and 

j. In Item 17(b)(5)(ii), removing the 
period and adding in its place ‘‘; and’’ 
and adding Item 17(b)(6). 

The revisions and additions read as 
follows: 

Note: The text of Form F–4 does not, and 
the amendments thereto will not, appear in 
the Code of Federal Regulations. 

Form F–4—Registration Statement 
Under the Securities Act of 1933 

* * * * * 

Item 11. Incorporation of Certain 
Information by Reference 

* * * * * 

Instructions 

1. All annual reports or registration 
statements incorporated by reference 
pursuant to Item 11 of this Form shall 
contain financial statements that 
comply with Item 18 of Form 20–F. 
* * * * * 

Item 12. Information With Respect to F– 
3 Registrants 

* * * * * 
(b) * * * 
(2) Include financial statements and 

information as required by Item 18 of 
Form 20–F. In addition, provide: 

(3) * * * 
(vii) Financial statements required by 

Item 18 of Form 20–F, and financial 
information required by Rule 3–05 and 
Article 11 of Regulation S–X with 
respect to transactions other than that 
pursuant to which the securities being 
registered are to be issued. (Schedules 
required under Regulation S–X shall be 
filed as ‘‘Financial Statement 
Schedules’’ pursuant to Item 21 of this 
Form, but need not be provided with 
respect to the company being acquired 
if information is being furnished 
pursuant to Item 17(a) of this Form); 
* * * * * 

(ix) Item 16F of Form 20–F, change in 
registrant’s certifying accountant. 

Instruction 

You do not have to provide the 
information required by Item 
12(b)(3)(ix) if you are required to file 
reports under sections 13(a) or 15(d) of 
the Exchange Act. 
* * * * * 

Item 13. Incorporation of Certain 
Information by Reference 

* * * * * 

Instructions 

1. All annual reports incorporated by 
reference pursuant to Item 13 of this 
Form shall contain financial statements 
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that comply with Item 18 of Form 20– 
F. 
* * * * * 

Item 14. Information With Respect to 
Foreign Registrants Other Than F–3 
Registrants 

* * * * * 
(a) * * * 
(h) Financial statements required by 

Item 18 of Form 20–F, as well as 
financial information required by Rule 
3–05 and Article 11 of Regulation S–X 
with respect to transactions other than 
that pursuant to which the securities 
being registered are to be issued. 
(Schedules required by Regulation S–X 
shall be filed as ‘‘Financial Statement 
Schedules’’ pursuant to Item 21 of this 
Form); 
* * * * * 

(j) Item 16F of Form 20–F, change in 
registrant’s certifying accountant. 

Instructions 

1. * * * 
2. You do not have to provide the 

information required by Item 14(j) if you 
are required to file reports under 
sections 13(a) or 15(d) of the Exchange 
Act. 
* * * * * 

Item 17. Information With Respect to 
Foreign Companies Other Than F–3 
Companies 

* * * * * 
(b) * * * 
(6) Item 16F(b) of Form 20–F, change 

in registrant’s certifying accountant. 
* * * * * 

PART 240—GENERAL RULES AND 
REGULATIONS, SECURITIES 
EXCHANGE ACT OF 1934 

7. The authority citation for Part 240 
continues to read in part as follows: 

Authority: 15 U.S.C. 77c, 77d, 77g, 77j, 
77s, 77z–2, 77z–3, 77eee, 77ggg, 77nnn, 
77sss, 77ttt, 78c, 78d, 78e, 78f, 78g, 78i, 78j, 
78j–1, 78k, 78k–1, 78l, 78m, 78n, 78o, 78p, 
78q, 78s, 78u–5, 78w, 78x, 78ll, 78mm, 80a– 
20, 80a–23, 80a–29, 80a–37, 80b–3, 80b–4, 
80b–11, and 7201 et seq., and 18 U.S.C. 1350, 
unless otherwise noted. 

* * * * * 
8. Section 240.3b–4 is amended by 

revising paragraph (c) and adding 
paragraphs (d) and (e) to read as follows: 

§ 240.3b–4 Definition of ‘‘foreign 
government’’, ‘‘foreign issuer’’ and ‘‘foreign 
private issuer’’. 

* * * * * 
(c) The term ‘‘foreign private issuer’’ 

means any foreign issuer other than a 
foreign government except for an issuer 
meeting the following conditions as of 

the last business day of its most recently 
completed second fiscal quarter: 
* * * * * 

(d) Notwithstanding paragraph (c) of 
this part, in the case of a new registrant 
with the Commission, the determination 
of whether an issuer is a foreign private 
issuer will be made as of a date within 
30 days prior to the issuer’s filing of an 
initial registration statement under 
either the Act or the Securities Act of 
1933. 

(e) Once an issuer qualifies as a 
foreign private issuer, it will 
immediately be able to use the forms 
and rules designated for foreign private 
issuers until it fails to qualify for this 
status at the end of its most recently 
completed second fiscal quarter. An 
issuer’s determination that it fails to 
qualify as a foreign private issuer 
governs its eligibility to use the forms 
and rules designated for foreign private 
issuers beginning on the first day of the 
fiscal year following the determination 
date. Once an issuer fails to qualify for 
foreign private issuer status, it will 
remain unqualified unless it meets the 
requirements for foreign private issuer 
status as of the last business day of its 
second fiscal quarter. 

9. Section 240.13a–10 is amended by 
revising paragraph (g)(3) to read as 
follows: 

§ 240.13a–10 Transition reports. 

* * * * * 
(g) * * * 
(3) The report for the transition period 

shall be filed on Form 20–F responding 
to all items to which such issuer is 
required to respond when Form 20–F is 
used as an annual report. The financial 
statements for the transition period filed 
therewith shall be audited. The 
transition report shall be filed as 
follows: 

(i) For large accelerated filers and 
accelerated filers (as defined in 
§ 240.12b–2), within 90 days after either 
the close of the transition period or the 
date on which the issuer made the 
determination to change the fiscal 
closing date, whichever is later, for 
fiscal years ending on or after December 
15, 2010; and 

(ii) For all other issuers, within 120 
days after either the close of the 
transition period or the date on which 
the issuer made the determination to 
change the fiscal closing date, 
whichever is later, for fiscal years 
ending on or after December 15, 2010. 
* * * * * 

10. Section 240.13e–3 is amended by 
revising paragraph (a)(3)(ii)(A) to read as 
follows: 

§ 240.13e–3 Going private transactions by 
certain issuers or their affiliates. 

(a) * * * 
(3) * * * 
(ii) * * * 
(A) Causing any class of equity 

securities of the issuer which is subject 
to section 12(b) or section 15(d) of the 
Act to become eligible for termination of 
registration under Rule 12g–4 
[§ 240.12g–4] or Rule 12h–6 [§ 240.12h– 
6], or causing the reporting obligations 
with respect to such class to become 
eligible for termination under Rule 12h– 
6 [§ 240.12h–6]; or 
* * * * * 

11. Section 240.15d–10 is amended by 
revising paragraph (g)(3) to read as 
follows: 

§ 240.15d–10 Transition reports. 

* * * * * 
(g) * * * 
(3) The report for the transition period 

shall be filed on Form 20–F responding 
to all items to which such issuer is 
required to respond when Form 20–F is 
used as an annual report. The financial 
statements for the transition period filed 
therewith shall be audited. The 
transition report shall be filed as 
follows: 

(i) For large accelerated filers and 
accelerated filers (as defined in 
§ 240.12b–2), within 90 days after either 
the close of the transition period or the 
date on which the issuer made the 
determination to change the fiscal 
closing date, whichever is later, for 
fiscal years ending on or after December 
15, 2010; and 

(ii) For all other issuers, within 120 
days after either the close of the 
transition period or the date on which 
the issuer made the determination to 
change the fiscal closing date, 
whichever is later, for fiscal years 
ending on or after December 15, 2010. 
* * * * * 

PART 249—FORMS, SECURITIES 
EXCHANGE ACT OF 1934 

12. The authority citation for part 249 
continues to read in part as follows: 

Authority: 15 U.S.C. 78a et seq., 7202, 
7233, 7241, 7262, 7264, and 7265; and 18 
U.S.C. 1350, unless otherwise noted. 

* * * * * 
13. Form 20–F (referenced in 

§ 249.220f) is amended by: 
a. Revising General Instructions A.(b) 

and E.(c); 
b. Revising Items 12.D and 12.D.3, 

and Instruction 1 to Item 12; 
c. Adding Item 16F and Instructions 

to Item 16F; 
d. Adding Item 16G and an 

Instruction to Item 16G; 
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e. Revising Item 17(a); 
f. Removing Instruction 3 to Item 17, 

and redesignating Instructions 4, 5 and 
6 as 3, 4 and 5; and 

g. Revising the Instruction to Item 18. 
The additions and revisions read as 

follows: 
Note: The text of Form 20–F does not, and 

the amendments thereto will not, appear in 
the Code of Federal Regulations. 

Form 20–F 

* * * * * 

General Instructions 

A. Who May Use Form 20–F and When 
It Must Be Filed 

* * * * * 
(b) A foreign private issuer must file 

its annual report on this Form within 
the following period: 

(1) For large accelerated filers and 
accelerated filers (as defined in 
§ 240.12b–2), within 90 days after the 
end of the fiscal year covered by the 
report for fiscal years ending on or after 
December 15, 2010; and 

(2) For all other issuers, within 120 
days after the end of the fiscal year 
covered by the report for fiscal years 
ending on or after December 15, 2010. 
* * * * * 

E. Which Items To Respond to in 
Registration Statements and Annual 
Reports 

(a) * * * 
(c) Financial Statements. An 

Exchange Act registration statement or 
annual report filed on this Form must 
contain the financial statements and 
related information specified in Item 18 
of this Form. Note that Items 17 and 18 
may require you to file the financial 
statements of other entities in certain 
circumstances. These circumstances are 
described in Regulation S–X. 
* * * * * 

Item 12. Description of Securities Other 
Than Equity Securities 

* * * * * 
D. American Depositary Shares. If you 

are registering securities represented by 
American depositary receipts in a 
sponsored facility, provide the 
following information. 
* * * * * 

3. Describe all fees and charges that a 
holder of American depositary receipts 
may have to pay, either directly or 
indirectly. Indicate the type of service, 
the amount of the fees or charges and to 
whom the fees or charges are paid. In 
particular, provide information about 
any fees or charges in connection with 
(a) depositing or substituting the 

underlying shares; (b) receiving or 
distributing dividends; (c) selling or 
exercising rights; (d) withdrawing an 
underlying security; (e) transferring, 
splitting or grouping receipts; and (f) 
general depositary services, particularly 
those charged on an annual basis. 

In addition, describe all fees and other 
direct and indirect payments made by 
the depositary to the foreign issuer of 
the deposited securities. 

Instructions to Item 12: 
1. Except for Item 12.D.3., you do not 

need to provide the information called 
for by this item if you are using this 
form as an annual report. 
* * * * * 

Item 16F. Change in Registrant’s 
Certifying Accountant 

(a)(1) If during the registrant’s two 
most recent fiscal years or any 
subsequent interim period, an 
independent accountant who was 
previously engaged as the principal 
accountant to audit the registrant’s 
financial statements, or an independent 
accountant who was previously engaged 
to audit a significant subsidiary and on 
whom the principal accountant 
expressed reliance in its report, has 
resigned (or indicated it has declined to 
stand for re-election after the 
completion of the current audit) or was 
dismissed, then the registrant shall: 

(i) State whether the former 
accountant resigned, declined to stand 
for re-election or was dismissed and the 
date thereof. 

(ii) State whether the principal 
accountant’s report on the financial 
statements for either of the past two 
years contained an adverse opinion or a 
disclaimer of opinion, or was qualified 
or modified as to uncertainty, audit 
scope, or accounting principles; and 
also describe the nature of each such 
adverse opinion, disclaimer of opinion, 
modification, or qualification. 

(iii) State whether the decision to 
change accountants was recommended 
or approved by: 

(A) Any audit or similar committee of 
the board of directors, if the issuer has 
such a committee; or 

(B) The board of directors, if the 
issuer has no such committee. 

(iv) State whether during the 
registrant’s two most recent fiscal years 
and any subsequent interim period 
preceding such resignation, declination 
or dismissal there were any 
disagreements with the former 
accountant on any matter of accounting 
principles or practices, financial 
statement disclosure, or auditing scope 
or procedure, which disagreement(s), if 
not resolved to the satisfaction of the 
former accountant, would have caused 

it to make reference to the subject matter 
of the disagreement(s) in connection 
with its report. Also, 

(A) describe each such disagreement; 
(B) state whether any audit or similar 

committee of the board of directors, or 
the board of directors, discussed the 
subject matter of each of such 
disagreements with the former 
accountant; and 

(C) state whether the registrant has 
authorized the former accountant to 
respond fully to the inquiries of the 
successor accountant concerning the 
subject matter of each of such 
disagreements and, if not, describe the 
nature of any limitation thereon and the 
reason therefore. 

The disagreements required to be 
reported in response to this Item 
include both those resolved to the 
former accountant’s satisfaction and 
those not resolved to the former 
accountant’s satisfaction. Disagreements 
contemplated by this Item are those that 
occur at the decision-making level, i.e., 
between personnel of the registrant 
responsible for presentation of its 
financial statements and personnel of 
the accounting firm responsible for 
rendering its report. 

(v) Provide the information required 
by paragraph (a)(1)(iv) of this Item for 
each of the kinds of events (even though 
the registrant and the former accountant 
did not express a difference of opinion 
regarding the event) listed in paragraphs 
(a)(1)(v)(A) through (D) of this section, 
that occurred within the registrant’s two 
most recent fiscal years and any 
subsequent interim period preceding the 
former accountant’s resignation, 
declination to stand for re-election, or 
dismissal (‘‘reportable events’’). If the 
event led to a disagreement or difference 
of opinion, then the event should be 
reported as a disagreement under 
paragraph (a)(1)(iv) and need not be 
repeated under this paragraph. 

(A) The accountant’s having advised 
the registrant that the internal controls 
necessary for the registrant to develop 
reliable financial statements do not 
exist; 

(B) The accountant’s having advised 
the registrant that information has come 
to the accountant’s attention that has led 
it to no longer be able to rely on 
management’s representations, or that 
has made it unwilling to be associated 
with the financial statements prepared 
by management; 

(C)(1) The accountant’s having 
advised the registrant of the need to 
expand significantly the scope of its 
audit, or that information has come to 
the accountant’s attention during the 
time period covered by Item 
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16F(a)(1)(iv), that if further investigated 
may: 

(i) Materially impact the fairness or 
reliability of either: a previously issued 
audit report or the underlying financial 
statements; or the financial statements 
issued or to be issued covering the fiscal 
period(s) subsequent to the date of the 
most recent financial statements 
covered by an audit report (including 
information that may prevent it from 
rendering an unqualified audit report on 
those financial statements); or 

(ii) Cause it to be unwilling to rely on 
management’s representations or be 
associated with the registrant’s financial 
statements; and 

(2) Due to the accountant’s resignation 
(due to audit scope limitations or 
otherwise) or dismissal, or for any other 
reason, the accountant did not so 
expand the scope of its audit or conduct 
such further investigation; or 

(D)(1) The accountant’s having 
advised the registrant that information 
has come to the accountant’s attention 
that it has concluded materially impacts 
the fairness or reliability of either (i) a 
previously issued audit report or the 
underlying financial statements, or (ii) 
the financial statements issued or to be 
issued covering the fiscal period(s) 
subsequent to the date of the most 
recent financial statements covered by 
an audit report (including information 
that, unless resolved to the accountant’s 
satisfaction, would prevent it from 
rendering an unqualified audit report on 
those financial statements); and 

(2) Due to the accountant’s 
resignation, dismissal or declination to 
stand for re-election, or for any other 
reason, the issue has not been resolved 
to the accountant’s satisfaction prior to 
its resignation, dismissal or declination 
to stand for re-election. 

(2) If during the registrant’s two most 
recent fiscal years or any subsequent 
interim period, a new independent 
accountant has been engaged as either 
the principal accountant to audit the 
registrant’s financial statements, or as an 
independent accountant to audit a 
significant subsidiary and on whom the 
principal accountant is expected to 
express reliance in its report, then the 
registrant shall identify the newly 
engaged accountant and indicate the 
date of such accountant’s engagement. 
In addition, if during the registrant’s 
two most recent fiscal years, and any 
subsequent interim period prior to 
engaging that accountant, the registrant 
(or someone on its behalf) consulted the 
newly engaged accountant regarding: 

(i) Either: The application of 
accounting principles to a specified 
transaction, either completed or 
proposed; or the type of audit opinion 

that might be rendered on the 
registrant’s financial statements, and 
either a written report was provided to 
the registrant or oral advice was 
provided that the new accountant 
concluded was an important factor 
considered by the registrant in reaching 
a decision as to the accounting, auditing 
or financial reporting issue; or 

(ii) Any matter that was either the 
subject of a disagreement (as defined in 
Item 16F(a)(1)(iv) and the related 
instructions to this Item) or a reportable 
event (as described in Item 16F(a)(1)(v), 
then the registrant shall: 

(A) So state and identify the issues 
that were the subjects of those 
consultations; 

(B) Briefly describe the views of the 
newly engaged accountant as expressed 
orally or in writing to the registrant on 
each such issue and, if written views 
were received by the registrant, file 
them as an exhibit to the annual report 
requiring compliance with this Item 
16F(a); 

(C) State whether the former 
accountant was consulted by the 
registrant regarding any such issues, and 
if so, provide a summary of the former 
accountant’s views; and 

(D) Request the newly engaged 
accountant to review the disclosure 
required by this Item 16F(a) before it is 
filed with the Commission and provide 
the new accountant the opportunity to 
furnish the registrant with a letter 
addressed to the Commission containing 
any new information, clarification of the 
registrant’s expression of its views, or 
the respects in which it does not agree 
with the statements made by the 
registrant in response to Item 16F(a). 
The registrant shall file any such letter 
as an exhibit to the annual report 
containing the disclosure required by 
this Item. 

(3) The registrant shall provide the 
former accountant with a copy of the 
disclosures it is making in response to 
this Item 16F(a). The registrant shall 
request the former accountant to furnish 
the registrant with a letter addressed to 
the Commission stating whether it 
agrees with the statements made by the 
registrant in response to this Item 16F(a) 
and, if not, stating the respects in which 
it does not agree. The registrant shall 
file the former accountant’s letter as an 
exhibit to the annual report or 
registration statement containing this 
disclosure. If the former accountant’s 
letter is unavailable at the time that the 
registration statement is filed, then the 
registrant shall request the former 
accountant to provide the letter as 
promptly as possible so that the 
registrant can file the letter with the 
Commission within ten business days 

after the filing of the registration 
statement. If the change in accountants 
occurred less than 30 days prior to the 
filing of the annual report and the 
former accountant’s letter is unavailable 
at the time that the annual report is 
filed, then the registrant shall request 
the former accountant to provide the 
letter as promptly as possible so that the 
registrant can file the letter with the 
Commission within ten business days 
after the filing of the annual report. In 
either case, the former accountant may 
provide the registrant with an interim 
letter highlighting specific areas of 
concern and indicating that a more 
detailed letter will be forthcoming. If 
not filed with the annual report or 
registration statement containing the 
registrant’s disclosure under this Item 
16F(a), then the interim letter, if any, 
shall be filed by the registrant by 
amendment promptly. 

(b) If: (1) In connection with a change 
in accountants subject to paragraph (a) 
of this Item 16F, there was any 
disagreement of the type described in 
paragraph (a)(1)(iv) or any reportable 
event as described in paragraph (a)(1)(v) 
of this Item; 

(2) During the fiscal year in which the 
change in accountants took place or 
during the subsequent fiscal year, there 
have been any transactions or events 
similar to those which involved such 
disagreement or reportable event; and 

(3) Such transactions or events were 
material and were accounted for or 
disclosed in a manner different from 
that which the former accountants 
apparently would have concluded was 
required, the registrant shall state the 
existence and nature of the 
disagreement or reportable event and 
also state the effect on the financial 
statements if the method had been 
followed which the former accountants 
apparently would have concluded was 
required. 

These disclosures need not be made if 
the method asserted by the former 
accountants ceases to be generally 
accepted because of authoritative 
standards or interpretations 
subsequently issued. 

Instructions to Item 16F: 
1. If you are filing Form 20–F as a 

registration statement under the 
Exchange Act, you do not have to 
provide the information required by 
Item 16F if you are already required to 
file reports under sections 13(a) or 15(d) 
of the Exchange Act. Item 16F applies 
to all annual reports filed on Form 20– 
F. 

2. The disclosure called for by 
paragraph (a) of this Item need not be 
provided if it has been previously 
reported, as that term is defined in Rule 
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12b–2 under the Exchange Act 
(§ 240.12b–2 of this chapter). The 
disclosure called for by paragraph (b) of 
this Item must be furnished, where 
required, notwithstanding any prior 
disclosure about accountant changes or 
disagreements. 

3. The information required by 
paragraph (a) of this Item need not be 
provided for a company being acquired 
by the registrant in a transaction being 
registered on Form F–4 that is not 
subject to the filing requirements of 
either section 13(a) or 15(d) of the 
Exchange Act. 

4. The term ‘‘disagreements’’ as used 
in this Item shall be interpreted broadly 
to include any difference of opinion 
concerning any matter of accounting 
principles or practices, financial 
statement disclosure, or auditing scope 
or procedure which (if not resolved to 
the satisfaction of the former 
accountant) would have caused it to 
make reference to the subject matter of 
the disagreement in connection with its 
report. It is not necessary for there to 
have been an argument to have had a 
disagreement, merely a difference of 
opinion. For purposes of this Item, 
however, the term ‘‘disagreements’’ does 
not include initial differences of 
opinion based on incomplete facts or 
preliminary information that were later 
resolved to the former accountant’s 
satisfaction by, and providing the 
registrant and the accountant do not 
continue to have a difference of opinion 
upon, obtaining additional relevant facts 
or information. 

5. In determining whether any 
disagreement or reportable event has 
occurred, an oral communication from 

the engagement partner or another 
person responsible for rendering the 
accounting firm’s opinion (or his/her 
designee) will generally suffice as the 
accountant advising the registrant of a 
reportable event or as a statement of a 
disagreement at the ‘‘decision-making 
level’’ within the accounting firm and 
require disclosure under this Item. 

6. The term ‘‘board of directors’’ as 
used in this Item 16F has the meaning 
set forth in § 240.10A–3(e)(2). 

Item 16G. Corporate Governance 
If the registrant’s securities are listed 

on a national securities exchange, 
provide a concise summary of any 
significant ways in which its corporate 
governance practices differ from those 
followed by domestic companies under 
the corporate governance standards of 
that exchange. 

Instruction to Item 16G: 
Item 16G only applies to annual 

reports, and not to registration 
statements on Form 20–F. Registrants 
should provide a brief and general 
discussion, rather than a detailed, item- 
by-item analysis. 
* * * * * 

Item 17. Financial Statements 
(a) The registrant shall furnish 

financial statements for the same fiscal 
years and accountants’ certificates that 
would be required to be furnished if the 
registration statement were on Form 10 
or the annual report on Form 10–K. In 
addition, in an annual report the 
registrant shall furnish the information 
required by Rule 3–05, for the periods 
required by Rule 3–05(b)(2)(iv), and 
Article 11 of Regulation S–X (§ 210.3–05 

and § 210.11 et seq. of this chapter) for 
any acquisition completed during the 
most recent fiscal year covered by the 
Form 20–F that is significant under the 
definition in Rule 1–02(w) of Regulation 
S–X (§ 210.1–02(w) of this chapter), 
substituting 50 percent for 10 percent. 
However, the information required by 
Rule 3–05 and Article 11 of Regulation 
S–X is not required in an annual report 
filed on Form 20–F if the information 
has already been provided previously in 
a registration statement. In an annual 
report, the registrant does not need to 
provide Rule 3–05 and Article 11 of 
Regulation S–X information for probable 
acquisitions, and does not need to 
provide Rule 3–05 and Article 11 of 
Regulation S–X information for the 
aggregation of individually insignificant 
acquisitions. Schedules designated by 
§§ 210.12–04, 210.12–09, 210.12–15, 
210.12–16, 210.12–17, 210.12–18, 
210.12–28, and 210.12–29 of this 
chapter shall also be furnished if 
applicable to the registrant. 
* * * * * 

Item 18. Financial Statements 

* * * * * 
Instruction to Item 18: 
All of the instructions to Item 17 also 

apply to this Item. 
* * * * * 

Dated: February 29, 2008. 
By the Commission. 

Nancy M. Morris, 
Secretary. 
[FR Doc. E8–4366 Filed 3–11–08; 8:45 am] 
BILLING CODE 8011–01–P 
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